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Warnaco of Canada Is a diversified manu- 
facturer and merchandiser of clothing with 
the most important group of brand names 
inCanada. = =—™_~«s the original line 
marketed by the company, is one of the 
world’s great slimwearbrands. — 
another early line, is the byword for quality 
mensdress shirts. ‘is Canada's 
largest rainwear maker and a leading 
outerwear produceraswell.. =| 
skiwear, the leading international brand, 
and =. -- tenniswear are marketed 
through the Botnick Group of Warnaco of 
Canada, as are junior swimwear by 
Hightide Speedo | = — 

of Olympicfame.' = ——i(<‘ié‘C SS 
leading men’s slacks and coordinates 
house. An affiliate of the international 
apparel company of Warnaco Inc., Warnaco 
of Canada became a publicly-owned 
company in 1973 through the sale of 
300,000 common shares, which are now 
listed and traded on the Montreal and 
Toronto Stock Exchanges under the ticker 
symbol => 
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Consolidated Financial Highlights” 
Warnaco of Canada Limited 


1973 1972 
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Net sales $19,957,000 $10,745,000 
Earnings for the year 1,591,000 522,000 
Earnings per share based on 
1,000,000 common shares outstanding after 
initial public offering on October 29, 1973): $1.59 $0.52 


(1) Including results of companies acquired in 1973 from dates of acquisition. 

(2) Earnings per share for 1973 calculated on a weighted average basis of 631,250 common shares 
outstanding during the year amounted to $2.52. The comparable figure for 1972 was $0.95, based 
on 550,000 common shares outstanding then. 
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To the Shareowners: 


| am pleased to report that Warnaco 
of Canada in its first year as a public 
corporation made significant progress. 


Net sales rose to $19,957,000 from 
$10,745,000 a year earlier and earn- 
ings to $1,591,000 from $522,000. 
These results reflected advances by 
divisions already included in the cor- 
poration, as well as the acquisition of 
the Botnick Group of Companies early 
in the year and Don Parker Sports- 
wear in September. 


Earnings per share, based on the 
1,000,000 shares outstanding since the 
initial public offering in October 

were $1.59 for 1973 and 52 cents for 
1972 (see Note 9 to the accompanying 
financial statements). 


The Board of Directors voted a quar- 
terly dividend of 9 cents per share 
payable January 31, 1974 to share- 
owners of record on January 1, 1974 
and indicated the company’s intention 
to pay dividends at an annual rate of 
36 cents per share. 


Although 1973 was a somewhat diffi- 
cult year for the apparel industry, 
Warnaco’s strong brands either main- 
tained or increased their share of the 
market. Shortages and the resultant 
raw material delivery dislocations 
reached substantial proportions dur- 
ing the year. Division managements 
demonstrated great flexibility in cop- 
ing with this problem. 


This condition is still with us in 1974, 
but there are now some signs of a 
return to normal trading patterns. 
Price increases in raw materials dur- 
ing the year severely tested our 
divisions’ ability to merchandise their 
products at realistic prices. This 
challenge was well met. Cost reduc- 
tion programs and careful buying 
programs resulted in price increases 
somewhat less than might have first 
been anticipated. 


Development 

During the past five years Warnaco of 
Canada Limited has been building the 
base for a diversified apparel com- 
pany, with emphasis on growth oppor- 
tunities, quality products and brand 


acceptance. We will continue this 
program by further developing our 
existing divisions and by pursuing a 
selective program of acquisitions as 
special opportunities arise. 


Analysis of the apparel industry over 
the past few years shows that flexibil- 
ity for change and sensitivity to mar- 
ket are key elements for profitable 
growth and that these elements 
require management decisions made 
close to the market. For this reason 
each one of our operating units has 
direct autonomy and responsibility for 
its own merchandising, manufacturing 
and marketing. 


At the same time this autonomy on the 
firing line must be fitted into a system 
of over-all control and optimum utili- 
zation of centralized corporate ser- 
vices. These include research and 
development, assistance in refining 
management techniques, improved 
planning and information systems, 
developing necessary budgets and 
controls, and measuring performance. 


Outlook 

Progress continues in 1974 with all 
divisions enjoying a good first quarter 
and expecting to complete the first 
half in similar fashion. Initial bookings 
for fall 1974 are satisfactory, and we 
are cautiously optimistic. Current 
national problems such as the high 
rate of inflation cloud any realistic 
appraisal at this time of the prospects 
for the last half of 1974. 


In closing | would like to extend my 
appreciation to our employees, our 
directors, our suppliers and our cus- 
tomers for their particular contribu- 
tions to a fine result in 1973 and | look 
forward to their continued support in 
1974. 


James C. Walker 
President 


Prescott, Ontario 
May 1974 


James C. Walker 


Financial Highlights — Pro Forma Combined” 


Warnaco of Canada Limited 


(Dollars in thousands except per share data) 1973 1972 1971 1970 1969 
Net sales $25,138 $20,860 $17,834 $16,212 $14,209 
Earnings before income taxes 
and extraordinary items 3,241 2,241 18 1,463 1,108 
Earnings before extraordinary items 1,783 1,135 840 657 433 
Extraordinary items — 21 192 — 6 
Earnings for the year 1,783 1,156 1,032 657 439 
Earnings per share®: 
Before extraordinary items $1.78 $1.14 $ 84 $.66 $.43 
After extraordinary items $1.78 $1.16 $1.03 $.66 $.44 


(1) The pro forma combined statement of earnings reflects the operating results for the five 
years ended December 29, 1973 as though the business and net assets of C. F. Hathaway 
(Canada) Ltd. and the shares of Croydon Manufacturing Co. Limited, Harold Botnick Inc., 
Botnick Industries Ltd. and Don Parker Mfg. Ltd., had been held by the company for the entire 
period. The Consolidated Statement of Earnings and Retained Earnings presented in this 
report includes the results of these companies from the effective dates of the acquisitions only. 
(See Notes 1 and 2 of Notes to Consolidated Financial Statements.) 

(2) The pro forma calculation of earnings per share for each year is based on the 1,000,000 
common shares outstanding subsequent to the public issue. 


Auditors’ Report 


To the Shareholders of Warnaco of Canada Limited: 


We have examined the consolidated balance sheet of Warnaco of Canada 
Limited as at December 29, 1973 and the consolidated statements of 
earnings and retained earnings and source and application of funds for the 
year then ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial position 
of the companies as at December 29, 1973 and the results of their operations 
and the source and application of their funds for the year then ended, in 
accordance with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


Lien an 


Chartered Accountants 
Montreal, Quebec 
January 23, 1974 


Consolidated Statement of Earnings and Retained Earnings 
Warnaco of Canada Limited and Subsidiary Companies 


Year (52 weeks) ended 


December 29, 


December 30, 


NN 


Net sales 
Cost of goods sold 


Gross margin 


Expenses:- 
Selling 
Administration and general 


Interest: 
Current debt 
Long-term debt 


Interest income 


Earnings before income taxes 
and extraordinary item 


Income taxes: 
Current 
Deferred 


Earnings before extraordinary item 


Extraordinary item: 


Reduction in income taxes due to carry 
forward of prior year losses 


Earnings for the year 
Retained earnings at beginning of period 


Retained earnings of amalgamated 
companies (Note 8) 


Dividends on common shares ($0.09 per share) 


Retained earnings at end of period 


Earnings per share (Note 9) 


1973 1972 
$19,957,000 $10,745,000 
13,521,000 7,685,000 
6,436,000 3,060,000 
1,899,000 1,165,000 
1,247,000 584,000 
156,000 84,000 
340,000 200,000 
3,642,000 2,033,000 
2,794,000 1,027,000 
91,000 ae 
2,885,000 1,027,000 
1,283,000 476,000 
11,000 50,000 
1,294,000 526,000 
1,591,000 501,000 
= 21,000 
1,591,000 522,000 
1,338,000 816,000 
2,929,000 1,338,000 
718,000 = 
3,647,000 1,338,000 

90,000 

$ 3,557,000  $ 1,338,000 
$2.52 $0.95 


Consolidated Balance Sheet 


Warnaco of Canada Limited and Subsidiary Companies 


December 29, 


December 30, 


1973 1972 
Assets Current: 
Cash 509,000 $ 315,000 
Short-term investments, at cost 2,500,000 100,000 
Accounts receivable 4,145,000 1,939,000 
Inventories, at lower of cost and net 
realizable value (Note 3) 6,433,000 2,117,000 
Prepaid expenses 59,000 18,000 
Due from affiliated companies 543,000 — 
14,189,000 4,489,000 
Promissory note receivable (Note 4) — 900,000 
Fixed assets, at cost (Note 5) 2,762,000 1,610,000 
Less — Accumulated depreciation 1,473,000 1,018,000 
1,289,000 592,000 
Excess of purchase price of investments 
in subsidiary companies over the net 
book value of the underlying tangible 
assets acquired (Note 2) 3,011,000 956,000 
Other assets 41,000 72,000 
$18,530,000 $7,009,000 


December 29, 
1973 


December 30, 
1972 


eS SSS SSS SSS SSS 


Liabilities and Shareholders’ Equity 


Current:- 
Bank indebtedness (Note 6) 
Accounts payable and accrued liabilities 
Due to affiliated companies: 
Current accounts 
1% demand note 
7% demand note 
Dividends payable 
Income taxes payable 
Current portion of long-term debt 


Due to former shareholders of subsidiary 
companies (Note 2) 


Long-term debt (Note 7) 
Deferred income taxes 


Shareholders’ Equity: 
Capital stock (Note 8) 
Contributed surplus (Note 8) 
Retained earnings 


Contingent liabilities and commitments 
(Note 10) 


Approved by the Board of Directors: 
R. de Wolfe MacKay, Director 
James C. Walker, Director 


$ 1,554,000 
2,406,000 


598,000 


90,000 
130,000 
180,000 


1,381,000 


6,339,000 
2,985,000 
61,000 


9,385,000 


5,588,000 


3,557,000 


9,145,000 


$18,530,000 


$ 157,000 
598,000 


209,000 
63,000 
648,000 


43,000 


1,718,000 
3,200,000 

50,000 
4,968,000 


65,000 
638,000 
1,338,000 


2,041,000 


$7,009,000 


Consolidated Statement of Source and Application of Funds 
Warnaco of Canada Limited and Subsidiary Companies 


December 29, December 30, | 
Year (52 weeks) ended 1973 1972 
Source of funds 
Earnings before extraordinary items $1,591,000 $ 501,000 
Add — Items not involving current funds: 
Depreciation 179,000 112,000 | 
Deferred income taxes 11,000 50,000 | 
1,781,000 663,000 
Proceeds on issue of common shares (Note 8) 3,300,000 — 
Conversion of long-term debt to common 
shares (Note 8) 1,500,000 a 
Funds arising on amalgamation 803,000 — 
Extraordinary item: 
Reduction in income taxes due to carry 
forward of prior year losses = 21,000 | 
Increase in long-term debt — 1,998,000 | 
Other 6,000 22,000 | 
7,390,000 2,704,000 | 
Application of Funds 
Acquisition of subsidiary companies (Note 2): 
Fixed assets 404,000 287,000 | 
Excess of purchase price of investments | 
over the net book value of the underlying 
tangible assets 1,030,000 981,000 © 
1,434,000 1,268,000 | 
Less — Non-current liabilities 393,000 825,000 | 
Excess of purchase price over : 
working capital acquired 1,041,000 443,000 | 
Payment of additional consideration on 
purchase of subsidiary company (Note 2) 1,000,000 ae 
Additions to fixed assets 472,000 113,000 | 
Net reduction of long-term debt 608,000 — 
Promissory note receivable (Note 4) (900,000) 900,000 
Repayment of loans of subsidiary company — 825,000 | 
Payment of dividends 90,000 — 
2,311,000 2,281,000 ~ 
Increase in working capital 5,079,000 423,000 | 
Working capital at beginning of year 2,771,000 2,348,000 
Working capital at end of year $7,850,000 $2,771,000 


Notes to Consolidated Financial Statements 
Warnaco of Canada Limited and Subsidiary Companies 


December 29, 1973 
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Note 1 — Principles of 
Consolidation: 


Note 2 — Acquisition of 
Subsidiaries: 


Effective January 1, 1973 the Company acquired the outstanding shares of 
Harold Botnick Inc. (Botnick) and Botnick Industries Ltd. (Industries). Effec- 
tive September 1, 1973 it acquired the outstanding shares of Don Parker Mfg. 
Ltd. (Don Parker). The consolidated balance sheet as at December 29, 1973 
includes the accounts of the Company and all of its subsidiary companies 
as at that date. The consolidated statement of earnings and retained earn- 
ings includes the operations of Botnick, Industries and Don Parker from 

the respective effective dates of acquisition, which have the effect of in- 
creasing consolidated net earnings in 1973 by $638,000. 


Note 8 describes an amalgamation of the Company with two inactive affil- 
iated companies effective May 31, 1973. The consolidated statements of 
earnings and retained earnings and source and application of funds reflect 
the combined operations of the predecessor company for the five months 
ended May 31, 1973 and the Amalgamated Company for the seven months 
ended December 29, 1973. The amalgamation had an immaterial effect on 
the operating results of the Company as reflected in these statements. 


Transactions during the year and amounts payable or receivable in U.S. 
dollars at the year-end have been translated into Canadian dollars at par. 


By an agreement effective January 1, 1972 the Company acquired the out- 
standing shares of Croydon Manufacturing Co. Limited (Croydon) fora 
maximum consideration of $3,000,000 of which $2,000,000 was paid at the 
time of acquisition and the balance of $1,000,000 was paid January 14, 1974. 
The excess of $3,000,000 over the net book value of the underlying assets 
acquired ($1,981,000) is reflected as such in the consolidated balance sheet 
and is not being amortized. 


By two agreements dated December 20, 1972, effective January 1, 1973, the 
Company acquired the outstanding shares of Industries and Botnick fora 
cash consideration of $600,000 and $1,900,000 respectively, of which 
$396,000 and $1,254,000 respectively was paid upon closing, and payments 
of up to $204,000 and $646,000 respectively together with interest at 6 per 
cent on such unpaid balances will become payable over the period 1973 to 
1975. The balance may cease to become payable in whole or in part under 
a formula related to the net income of the respective companies over the 
same period. 


As of December 29, 1973 a further $250,000 has become payable under the 
formula which, when coupled with the initial consideration aggregating 
$1,650,000, exceeds the net book value of the underlying assets acquired by 
$604,000. This excess consideration is reflected as such in the consolidated 
balance sheet and is not being amortized. 


On September 6, 1973, Ciervo Blanco, Inc., a wholly-owned subsidiary of 
Warnaco Inc. (parent company), purchased all of the outstanding shares of 
the group of companies comprising White Stag of Canada. Mardo Industries 
Ltd. (Mardo), a wholly-owned subsidiary of the White Stag of Canada Group, 
owned approximately 70 per cent of the outstanding shares of Don Parker. 
Concurrently, Ciervo Blanco, Inc. purchased the remaining outstanding 
shares of Don Parker for $243,000. These purchases were made from unaffil- 
iated parties and the values attributed to each company purchased were 
determined by negotiation with such unaffiliated parties. On the same date, 
Ciervo Blanco, Inc. sold its shares of Don Parker to the Company for 
$243,000 and Mardo sold the remaining outstanding shares of Don Parker 

to the Company for $574,000. The price per share paid by the Company to 
Mardo was the same as the price per share paid by the Company to Ciervo 
Blanco, Inc. Of the total cost of $817,000 the excess over the net book value 
of the underlying tangible assets acquired ($426,000) is reflected as such 

in the consolidated balance sheet and is not being amortized. 


In summary, the excess of purchase price of subsidiary companies over the 
net book value of the underlying tangible assets acquired as reflected in the 
consolidated balance sheet comprises: 


Croydon $1,981,000 
Botnick and Industries 604,000 
Don Parker 426,000 
$3,011,000 
Note 3 — Inventories: 1973 1972 
Raw materials $2,525,000 $ 870,000 
Work in process 725,000 406,000 
Finished goods 3,183,000 841,000 
$6,433,000 $2,117,000 
Note 4 — Promissory In March, 1972, the Company advanced $900,000 to a group of companies 
Note Receivable: (the Group) in Western Canada under a Loan Agreement providing for 


7'/2 per cent interest and repayment on March 31, 1974. Concurrently, the 
Company was granted a Purchase Option to acquire the shares of the Group 
at any time during the period commencing December 31, 1973 and ending 
three months after receipt by the Company of financial statements of the 
Group for the year ended November 30, 1973. The Purchase Option provided 
for exercise of the Option prior to December 31, 1973 should certain speci- 
fied events occur. 


As of August 31, 1973 the Company transferred the note evidencing the 
advance of $900,000, together with the Purchase Option, to Ciervo Blanco, 
Inc., a wholly-owned subsidiary of Warnaco Inc., in consideration for the 
cancellation of $900,000 of indebtedness. 


Note 5 — Fixed Assets: 1973 1972 


Land and buildings $ 504,000 $ 254.000 
Machinery and equipment 2,224,000 1,322,000 
Leasehold improvements 34,000 34,000 
2,762,000 1,610,000 

Accumulated depreciation 1,473,000 1,018,000 
$1,289,000 $ 592,000 


Depreciation is calculated on a diminishing balance basis at annual rates of 
5 per cent on buildings, 20 per cent on machinery and equipment and 30 
per cent on automotive equipment. The leasehold improvements are being 
amortized over the terms of the leases (plus one renewal option term in the 
case of Croydon and Don Parker). Depreciation and amortization charges 
amounted to $179,000 in 1973 (1972 — $112,000). 


Note 6 — Bank Indebtedness: Bank indebtedness other than Don Parker is secured by a combination of 
inventories under Section 88 of The Bank Act and by general assignments 
of receivables. 


Bank indebtedness of Don Parker consists of a bank loan of $705,000, 
accepted letters of credit of $184,000 and cheques issued in excess of bank 
balance of $142,000. The bank loan is secured by a general assignment of 
book debts as well as assignments of merchandise under Section 88 of 

The Bank Act. Security is also provided by guarantee bonds and postpone- 
ments of claim by affiliated companies. 
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Note 7 — Long-term Debt: 1973 1972 


Affiliated companies: — 


“Warnaco of Canada Limited: — 
7% loans repayable as follows: 


1974-1979 $200,000 $ a 

1974-1979 900,000 2,800,000 

1975-1979 — 400,000 

1976-1980 100,000 — 
93/s% loans repayable as follows: 

1976-1977 300,000 — 

1976-1979 500,000 — 


*Croydon Manufacturing Co. Limited: 
7% loans repayable as follows: 
1976-1980 825,000 — 


Other: — 


Don Parker Mfg. Ltd.: 
Samuel Green & Co. Ltd., payable 
$60,000 annually plus interest 
at bank prime rate 300,000 = 


Pension trust of Samuel Green 
& Co. Ltd., payable $10,000 


annually plus 7% interest 40,000 — 
3,165,000 3,200,000 

Less: — Current portion 180,000 = 
$2,985,000 $3,200,000 


*These loans are repayable in U.S. currency and have been translated into Canadian 
funds at par. 


Repayment of principal due over next five years: 


1974 $ 180,000 

1975 290,000 

1976 625,000 

1977 875,000 

1978 665,000 
Note 8 — Capital Stock: Authorized: 


2,500,000 common shares without par value 


Issued and outstanding: 


Number 
of shares Amount 


Established May 31, 1973 through 
statutory amalgamation 550,000 $ 788,000 


Issued September 17, 1973 in 
consideration for cancellation 
of long-term debt owing to 
affiliated companies 150,000 1,500,000 


Issued for cash after deducting 
underwriting discount and expenses 
of issue aggregating $300,000 net 
of income taxes 300,000 3,300,000 


1,000,000 $5,588,000 


Note 9 — Earnings per Share: 


Note 10 —- Contingent Liabilities 
and Commitments: 


Note 11 — Statutory Information: 


Effective May 31, 1973, the Company amalgamated with two inactive affil- 
liated companies, Warner Inner Fashions Sales Limited and C. F. Hathaway 
(Canada) Ltd., Warnaco of Canada Limited constituting the Amalgamated 
Company. Through this amalgamation: 


(i) the authorized capital stock of the Amalgamated Company was estab- 
lished as 2,500,000 common shares without par value; 


(ii) issued and outstanding shares of the Amalgamated Company were 
established as 550,000 common shares carried at $788,000 comprising 
a conversion to paid up capital of contributed surplus of $638,000, 
capital stock of Warnaco of Canada Limited of $65,000 and capital 
stock of the other two companies aggregating $85,000; 


(iii) retained earnings increased by $718,000 (Warner Inner Fashions Sales 
Limited — $64,000; C. F. Hathaway (Canada) Ltd. — $654,000). 


Earnings per share have been calculated on a weighted average basis of 
631,250 common shares (550,000 in 1972) outstanding during 1973. 


To conform with earnings per share calculations shown in the prospectus 
dated October 29, 1973, earnings per share calculated on (a) share capital of 
700,000 common shares outstanding prior to the public issue and on 

(b) share capital of 1,000,000 common shares outstanding subsequent to the 
public issue are as follows: 


1973 1972 
Based on 700,000 shares $2.27 $0.75 
Based on 1,000,000 shares $1.59 $0.52 


There are no dilutive factors to affect basic earnings per share. 


Warnaco of Canada Limited has entered into a lease agreement that expires 
in 1986 with an annual rental of $58,000. Croydon has leased property until 
1976 with a five year renewal option at an annual rental of $88,000. Botnick 
and Industries have leased property until 1979 at a combined annual rental 
of $54,000. Don Parker has leased property at an annual rental of $90,000 to 
March 1981 and $48,000 thereafter to July 1983. 


As set forth under Note 2, the Company is contingently liable for further 
consideration of $144,000 and $456,000 plus interest in connection with the 
respective acquisitions of Industries and Botnick. 


Don Parker is contingently liable as guarantor in respect of indebtedness of 
affiliated companies aggregating $1,776,000 which includes $900,000 pay- 
able to another affiliated company. 


The Company has nine directors (five in 1972) who received aggregate 
remuneration as directors of $4,000 (no remuneration in 1972). The Com- 
pany’s eight officers (seven in 1972), one of whom is also a director (one in 
1972), received aggregate remuneration of $244,000 (1972 — $116,000). 


Annual Meeting 

The annual meeting of shareowners of 
Warnaco of Canada Limited will be held at 
10:30 a.m. on Tuesday, May 28, 1974, in the 
Kenora Room, Four Seasons Sheraton Hotel, 
123 Queens Street, West, Toronto, Ontario. 


Registrar and Transfer Agent 
Montreal Trust Company 

1 Place Ville Marie 
Montreal, Quebec 

H3B 4A5 


Auditors 

Price Waterhouse & Co. 
5 Place Ville Marie 
Montreal, Quebec 

H3B 2G4 
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